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Background
• Tourism is inherently dependant on oil
• No substitutes readily available for aviation
• Oil is an essential input into other economic 
activities - that influence travel propensity
• Oil prices have been fluctuating substantially
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Three-year FRST project
Four main phases:
• Fact finding analysis (2007);
• Importance of oil to parts of the tourism system 
(2008);
• Impacts of oil price changes on the whole tourism 
system and the New Zealand economy (2008-09); 
• Addressing oil vulnerability (2010).
Effects of a doubling of oil price
 100% increase in 
oil price 
Real GDP -2.3% 
Labour force -1.3% 
Real wage -6.7% 
Total imports (value) 1.9% 
Total  exports (value) 0.1% 
Tourism exports (value) -10.3% 
Overall tourism 
consumption (quantity)  
-7.1% 
Accommodation (quantity)  -5.7% 
Rental vehicles (quantity -14.7% 
Domestic air transport 
(quantity) 
-3.3% 
 
Becken, S. & Lennox, J. : Implications of 
a long term increase in oil prices for 
tourism. Submitted to TM.
Business perspective
Becken, S., M. Nguyen & A. Schiff (2010). Impacts of Oil Price on 
New Zealand Tourism: An Economic Framework. LEaP Report No. 
12, available online. www.lincoln.ac.nz/leap
Customer risk factors
1. Tourist origin: The mix of countries that the customers come 
from. WF 0.4
2. Tourist purpose: The split of business’s customers between 
business and non-business travel. WF 0.25
3. Tourist travel style: The split of business’s customers 
between independent travellers and tour groups. WF 0.25
4. Remoteness: The distance of the business from the ‘main 
tourist route’ typically visited by tourists in New Zealand. 
WF 0.1
Business risk factors
1. Dependence on fossil fuels: The importance of fossil fuels as 
a source of energy for the business.  WF 0.3
2. Oil substitution options: The ease with which the business 
can substitute to alternative (non-oil based) energy sources. 
WF 0.3
3. Number of competitors: The intensity with which a tourism 
business competes against rivals. WF 0.3
4. Remoteness: The distance of the business from the ‘main 
tourist route’ typically visited by tourists in New Zealand.   
WF 0.1
More specifically
Simplify research results into something 
practical…
Tourism demand for NZ
NZ visitor arrivals price elasticity estimates for those segments where a 
statistically significant relationship could be established
Segment Price Measure Price Elasticity
South Korea Total price -1.75
China FIT Total price -1.65
Japan Tour Total price -1.55
China Tour OTG prices -1.09
Australia FIT VFR Airfare -1.05
Germany  all Airfare -0.87
USA Tour Total price -0.78
UK Holiday Total price -0.52
Australia Tour Airfare -0.31
USA FIT  Holiday Total price -0.29
Australia FIT Holiday Airfare -0.26
N
Schiff, A. & Becken, S. (2010). Demand Elasticities for Tourism in New Zealand. Tourism 
Management. Available online
Assessing vulnerability - weighted 
scores
Tourist origin Score
New Zealand residents (%) 1
Australia (%) 3
North America (%) 5
Asia (%) 9
UK & Europe (%) 7
Other International (%) 4
E.g. A business with 50% domestic and 50 Australian customers will 
get a vulnerability score for the factor of Tourist origin of:
0.5*1 + 0.5*3 =  2. 
The Complete Tool
Customer risk factors Cost risk factors 
Factor Input Weigh ted Factor Input Weighted Scor e Scor e 
Tour ist orig in Dependence on fossil fuels 
New Zealand residents (%) 20 0 .2 o - 5% of costs )( 0 .0 
Australia (%) 30 0 .9 6 - 10% of costs ./ 3.0 
North America (%) 10 0 .5 10 - 15% of costs )( 0 .0 
Asia (%) 20 1.8 15 - 20% of costs )( 0 .0 
UK &. Europe (%) 20 1.4 More than 20% of costs )( 0 .0 
Other I nternat ional (%) 0 0 .0 Total 3.0 x 0.30 
Tota l 4.8 x 0.40 Oil substituti on options 
Tour ist purpose Easy )( 0 .0 
Holiday &. VFR (%) 70 4 .2 Moderate )( 0 .0 
Business (% ) 30 0.6 Difficu lt ./ 9 .0 
Tota l 4.8 x 0.25 Total 9 .0 x 0.30 
Tour ist t ravel style Number of competitors 
I ndependent t ravell!er (%) 40 0.8 0 - 2 )( 0.0 
Tour group (%) 60 3 .6 3 -5 )( 0 .0 
Tota l 4.4 x 0.25 More than 5 ./ 9 .0 
Remoteness from main tour ist route Total 9.0 x 0.30 
Less than 50 km )( 0 .0 Remoteness from main t our ist route 
50 - 100 km ./ 5 .0 Less t han 50 km )( 0 .0 
More t han 100 km J< 0 .0 50 - 100 km ./ 5 .0 
Tota l 5.0 x O.l! 0 More than 100 km )( 0 .0 
Total 5.0 x 0.10 
Customer r isk score 4.72 Cost risk score 6.80 
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Limitations
• Limitations to the underlying research (e.g. 
related to data quality or econometric 
models)
• Choice of vulnerability factors 
• Subjectivity of scoring and weighting of tool
• Simplification of tool – may not apply to all 
business situations 
Challenge
• Oil prices become only interesting (and 
politically topical) when it is too late…
Way forward
• Could improve data and models, esp. with 
more recent oil data;
• Could test tool widely with industry and 
enhance;
• Need to undertaken individual vulnerability 
assessments;
• Use this information to reduce dependency on 
oil and adapt to higher prices.
Questions?
